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ALBERT M. COHEN
of Loeb & Loab U.P

10100 Sant? Monica Boulevard
Suite 2200
Los Angelas, CA 90067-4120

Direct 310.282.2228
Main 310.282.2000
Fax 310.919.3826
acohen@loeb.coin

Via Facsimile & U.S. Mail

June 28, 2006

Karl Fingerhood
U.S. Department of Justice
Environmental Enforcement Section
U.S. Department of Justice
ENRD Mailroom, Room 2121
601 D. Street, N.W.
Washington. D.C. 20044-7611

Tali Jolish
Environmental Protection Agency
75 Hawthorne Street
San Francisco, CA 94105

Re: United States V. Powerine Oil Company et al.
Civil No. CV-04-6435 PA(JWJX) USDC C.D, Cal.

Dear Karl and Tali:

This letter is written in response to the settlement discussions we had on June 7, 2006.

During our last conference call, the United States requested back up documentation for some of
the costs in Powerine's estimate of environmental liabilities. Charts explaining the basis for the
monthly overhead figures are enclosed (Attachment 1). In addition, the United States requested
an explanation of the costs for addressing offsite pipelines. The estimate in our chart was $10
million to $20 million. This figure is at the low end of the likely liability range. Enclosed, as
Attachment 2, is an estimate prepared on behalf of Powerine in 1995 which estimated the cost
to abandon the pipelines as approximately $20 million. This did not include costs to address
environmental contamination which might be found during abandonment. Such costs could add
several million dollars to this total and today's removal costs are likely to be higher. At the same
time, Powerine may be able to abandon some lines in place which would result in a lower total
cost. Powerine believes that the range it established, $10' million to $20 million, is reasonable
given what is presently known. Powerine also estimated that it will cost between $1 million and
$5 million to deal with the Huntington Pipeline. The estimate upon which this figure is based is
provided as Attachment 3.1

1 You also requested Information about the Baldwinsville terminal. I am not sure What
type of documentation you want. We can provide you with a draft purchase and sale agreement
pursuant to which we were willing to sell the facility for $1. We will also get you a verification of
our responses but I have been unable to do so because Vince has been traveling.
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We continue to be concerned by the refusal of the United States to provide us with the insurance
information it has reportedly discovered. This continues to make it difficult to assess the value of
the finding and to pursue such coverage.

With regard to EPA's offer, the $3.2 million figure proposed by the United States is not
reasonable. The United States is well aware that Powerine went through bankruptcy proceedings
in the mid-1980s and that it had significant financial problems throughout the period in which the
United States was seeking funds to address contamination at the WDI Site. As a result, in the late
1990s, trie United States agreed that a settlement in the range of $250,000 to $500,000, not the
$3.2 million currently sought, was reasonable. Powerine has amply demonstrated, that it does not
have sufficient resources to pay the United States the $3,2 million which it seeks. Powerine does
not have any significant cash and needs ail of the cash which it hopes to generate from equipment
sales, land sales and insurance to address the numerous environmental problems associated with
its operations.

Moreover, the $3.2 million figure is highly excessive given the significant litigation risks faced by
the United States. First, as Powerine has repeatedly informed the United States, these claims
were discharged as a result of Powerine's bankruptcy proceedings in the mid-1980s. We have re-
evaluated the bankruptcy claim and believe that it is very strong. Therefore, Powerine is moving
forward to seek relief from the Bankruptcy Court. Second, the United States itself recently noted
in its Memorandum in Support of Motion to Enter Consent Decree in the Holbrook Trust matter,
"EPA's investigations of the Site and the relative shares of settling parties were hampered by the
dearth of documentary evidence available regarding the WD! Site in general, and the historical
operation of WDI as a disposal site in particular." The United States has produced little, if any,
admissible evidence that Powerine disposed of any CERCLA hazardous substances at the WDI
Site. Given the fact that any such disposals allegedly occurred over forty years ago, the dearth of
documentary evidence, and the fact that many potential witnesses have likely passed away,
finding admissible evidence of Powerine's alleged liability will be extremely difficult Third, it
appears that much of the alleged evidence regarding disposals relates to disposal activities by the
Rothschilds, not Powerine. In sum, Powerine has significant defenses which are not taken into
account in EPA's offer,

Powerine continues to be interested in putting this and all of the other pending EPA matters to
rest. However, in light of its current financial position and the fact that it believes it has an
excellent chance of prevailing on its defenses, it is not willing to significantly increase its prior $1
million offer. However, because it appears from our negotiations that the United States would
prefer a cash payment in lieu of a future share of the insurance proceeds, Powerine is willing to
offer an additional $200,000 to be paid within 60 days after the initial $1 million payment is made.
That is, Powerine is willing to pay a total of $1.2 million - $1 million within 90 days after the District
Court approves a consent decree and an additional $200,000 within sixty days thereafter, in
exchange for releases for Powerine and the Rothschild's for the WDI, Oil and Casmalia disposal
sites.2 Given its financial condition and what it perceives to be a strong litigation position,

We understand that Powerine's exposure at Casmalia is in the range of $70,000.
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particularly with regard to the bankruptcy discharge, Powerine does not foresee being in a position
to offer more than this amount in settlement.3

We are willing to discuss this proposal with you at your earliest convenience. Please feel free to
call if you have any questions.

Sincerely,

Albert M. Cohen
of Loeb & Loeb LLP

AMC:ee
07152010002
LA155216B.1

cc: Vincent J. Papa
Michael Egner
Dave isola

Powerine would also require copies of the securities as part of any resolution.
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Lakeland Development Company
Overhead Projection

Salary & Benefits

Utilities

Site Maintenance

G&A

Monthly Estimate

Amount Description

200,000 Payroll & lares, medical, d£nla], vision & life insurance, workers compensation- 15 employees*

10,000 BectiieSy. gu, walsi and cirogen (equip, preservation) costs

20,000 Equip, rental, contractors, maintenance cervices, materials, supplies <t auto related costs

50,000 Legal, liability insurance, pollution insurance, auto insurance, [ravel costs, telephone, office supplies, bank fees, courier costs
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•Employees

cso
ControUer-VP
Accounting Manager
Accounting Supervisor

Engineer Pipdine-orfticte & ensile pipeline mooitorioe, engineeriag ptoject ouo>$cr

Groand^eper/MuAttiiaiice-ceiiuiicd by city to maintain periinda lawisiMpe weed conlroi & janitorial duties
GioundkeqiCT/MaintenaiiccHxqukefi by cilj to taaiuiaiaperimeter landscape wsed ooalrol & janitorial tfulies

Qutnt-security Cor 55 acre lite as mandated by city & fire dqrt. baoaust of potential risk, associaled with
Guard (cod.) hydrocarbons & chemicals at the iile.
Guard "
Guard "

Manager Refinery/Executive VP-equipmenl sales, operatiDDs

Maftetiog Executive
MMk£tiog-VP: wastewater & biodiesel martetiag

Secretary Executive

SJ]ilt Coordinator Refinery
Sr. Environmental Engineer-permits, wale: board monitoring St. future remedutna pluming.
Supcrialeadeot Operdians-managed cootractors far cqaqiraenl removal
Supervisor Warehouse-equipment spare parts caoLrol &, ajainlenance of aperalioaj equipment
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Lakeland Development Company
Overhead Projection

Payroll & Taxes
Medical, Dental & Vision Insurance
Life Insurance
Worker's Comp. Insurance

Monthly Estimate of Salary Expense $ 200t(IM

Amount

$ 172,000
20,000
3,000
5,000
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Detail Payroll & Taws:
Employee Gross Pay
Employer Taxes
Contract services

Total Detail Payroll & Taxes

110T000
40,000
22,000

172.000 |
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Lakeland Development Company
Overhead Projection

UTILITIES & CHEMICALS: Amount
Electricity $ 4,400
Gas 1.000
Water 1,300
Nitrogen 3,300
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Estinaate of Utilities $ 10,000
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Lakeland Development Company
Overhead Projection

u

SHE MAINTENANCE Amount °

Equipment Rental $ . 1,500
Contractors 8.800
Services 4,000
Materials & Supplies 3,000
Auto related (includes fuel usage) 2,700

Monthly Estimate of Site Maintenance $ 20,000
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Lakeland Development Company r?
Overhead Projection ' »

g
GENERAL & ADMINISTRATIVE Amount ®

Legal $ 20,000 £
iBiurance-LJabifity & Property 14,200 N>
Travel & Other 3,300 o
Tdephonc 2,100
General EicpeBses 7,400
Consultants or Temps 600
EaviroflineBtal <pennils, fees etc.) 2,400

Monthly EstimateofG& A $ S8,fl«0 g
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DATE: May 9, 1995

TO: A! Gualtieri

FROM: Mike Abbasfard

SUBJECT: POWERINE PIPHJNE ABANDONMENT SCENARIO AND LIABffJTTIES

Powenne owns and operates a total of five (S) pipelines, three (3) of tt« pipelines are in crude oil
service and two (2) are in dean product service. One of the exude pipelines referred to as
Number One (#1) Pipeline has been out of service since August of 1991, and only the upper one
mile section of this pipeline is stifl being utilized. The #1 Pipeline was categorized as a high risk
pipeline by the State Fire Marshal due to the large number of leaks experienced during operation
of the pipeline. The State Fire Marshal has jurisdiction over the pipeline operation and
maintenance a*v1 had mandated requirements of Powetine prior to rdconnrnssioAing the one.
Powering decided not to operate the pipeline in 1991 due to the high cost of the required repairs
and pipeline replacements mandated, Powerine's proprietary pipelines total approximately 67
miles. Approximately 50 percent of the pipelines are active and used at the present time and the
rest ane out Of service,

Powcriue pipelines crow numerous cities and each city has different requirements for
underground pipeline abandonment. The City of Norwalk, in which approximately 20 miles of
Powerine's active and inactive pipelines are located, requires the pipeline operator to remove the
pipeline if it is to be abandoned. The City of Long Beach, in which approximately 20 miles of
Powerina's pipeline are located will allow the pipeline operator to abandon the pipeline iu place.
However based on the age and leak history of the pipeline, Long Beach wfll require random soil
sampling in the areas where the pipeline is located. If toe soil analyses indicate soil contamination,
Hwn it has to be remediated in accordance with regulatory lequirementa. The City of Santa Fe
Springs, in which we have approximately 8 1/2 miles of pipetoe, will allow the pipeline operator
to abandon in place at a fee -which is equal to one half of the cost of pipeline removal.

Due to the different requirements of each city that the pipeline traverses, it is very difficult to
determine an accurate cost of abandoning Po-werine's pipelines. Our estimate for
decommissioning the pipelines assumes that other cities requirements tvul be less stringent that
Norwalk's removal mandate. However additional requirements for soil sampling'and possible
remediation of any contaminatiozi win be required. Following is a rough order of magnitude cost
for the pipeline abandonment;
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The estimated cost to remove the pipeline in the City of Nonvalk is 1 1 ntiHian dollars. Some of
the pipelines in NorwaDc share a common trench which make pipeline removal less costly. The fee
to abandon the pipeline in the City of Santa Fe Springs is 6.5 coDfioa dollars. Contaxnraatioa
remediation costs ate

It is likely that the balance of the cities wBtt allow abandonment of the pipelines in place. However
the fee or requirements of these cities are unknown st this rime.



Powerine Oil Company Estimates Pipeline Abandonment Costs
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ô
n

T-»

<T3
rn ^_t
i n O^ sr-o W
\£> __
<=> 2°
LAle» r
to O
— w
— td

I

O

*̂ J1

O^

—a
^

(Q
E3*

2j^
X.
0

! M
WUWCHMIKIlDl/

S'|<M6y9^



06/28/2006 17:29 FA1 310 282 2200 LOEB & LOEB 0015/019

"JUN. 19. 2006:1liQSAM MAIN OFFICE 562903891T 156~P, 13



06/28/2006 17:30 FAZ 310 282 2200 LOEB & LOEB 0016/019

-JUN. 19. 2006-11:08AM MAIN OFFICE §529038911- NO. 156 P. 14 "'"



06/28/2008 17:30 FAX 310 282 2200 LOEB & LOEB *© 017/019
A

ATTACHMENT 3



@]018/019
06/28/2006 17;30 FAX 310 282 2200 LOEB & LOEB

. JUN. 19.2006 U :Q8AW MAIN OFFICE 5 6 2 9 0 3 8 9 1

December 17,2002

12345 Uketend Road

Sate estimated PKtfw* Caste

, 200Z,.
to conduct tf» anvfronmantat pamutOna and deoommiQslonlns of the tCWnoh and 24-inch pJpeJmas located

incotpor̂ tact, Poire Astaoatea fncorpotiatod and Langfiada t29.

.
afterths site charaatotzaUon work «ndseopfng m«etbig» arecompteted. TTie site charadbartzaflori worx gives
ve&;aueft!Mttor|̂ c$are«f̂ GOFxStlcTOc?itofiM^Cf»nflf̂ ^ Th&so
a good W«a wftdttha agencfe* wfit «cpeetfn tfra wayof <tecommtester«ng«rt6rriraliv«»

coate woukr ba rcvteecf again snariho panniliine IB eompte t̂feru} any patmft re&tnetlons or condWorw «ra
known.

.fr ^
. 7ho«» numfcefs ap* bisad «f> pest tuqttftanee, but tfe nei lnwclv»

spedfie unit quantate3.« caste,. TtMse wUbareptaoadwdth flrra nunbtfS-a&Aa projact scope become*
firmer. "••

cover * tw«J wwugh cosmng* tp cover ap/ «th0r poteps*) dwcntmiatlonina vpUon.

ran^wftfr
thaa* numbers am ppotabfy on tf» high sti* W» can't be- ntore cteftTlte untfi we do tie a(t»

yrrfstriosufyeyof the 3fte fr>a« wtff serve as the £wae»r?e dsta,
f,

, ff nece««ary,

prodwcSoA of s final prtijaotdwcftplion, pBcQucBart of pam>» appBcattong antf



06/28/2006 17:30 FAX 310 282 2200
LOEB& LOEB 0019/019

. 19,2006 11 '.09AM MAIN OFFICE 5629038911 NO. 155 P. 18

Mr. Edward Sato
7, 2003

HtOfct.
PhasalA-Ste Characterisation; Jt18,

$ 3Q-,

mBi^(Ofiiflaoj*^
prpe5r«A1.on3fiorB«MxJoflahore, orccmentfriganrfaiMtricfonrntrtfri-phacsof boih pipeftnawotrtto-

w» beftmetftp aa w« get a handfe on things Hk« bunrf etepths of (fr* pipeflrvs, dfapoaat wqufrenwrrfs,
vctama^ao»csab ,̂ j}fo{ f̂iw^(ftrataSc« .̂»eeaata*^ AdtfSonai removal opSanc
maybccnmn obvnoe aa the sK* chaiaeferbafan is peftbmwdttftdwK te expforaiwifo V«

tees* coetfyopif on, affftjlngs considered. Wa wjt help you through tfw tteefsien maWng logfc antf

tow
$3,530,000.00 $4,778,000.00

or

Op»x> #2 - Cement C3jwha*BAWat Ramovaf Ofeheflfr
^ Q^A ftftft ftft

bafi«v» this taflonwatfon piovidee Ui» (istetf yamegtrfr* at Wa Smfr. Ptees* 1^ me feww tf yw need
In ti

I should
TftrWacr.aefnte3t FSpafiM Aw/actno, later, than. Qactoibar 3e,.2lm anduift Jjahadc Jrr Jw.ftS«rrtij: ctnritj;
sfier.

Marie Stefly



06/28/2006 17:28 FAX 310 282 2200 LOEB & LOEB SlOOl/019

LOEB&
LOEBiLP

ain 310.232.2000
10100 Santa Monica Boulevard
Suite 2200
Los Angeles. CA 90067-4120

FACSIMILE

This transmission is intended only for the use of the individual or entity to which it is addressed, and may contain
Information that is privileged, confidential or exempt from disclosure under applicable law. If the reader of this
message is not the intended recipient, or the employee or agent responsible for delivering the message to the
intended recipient, you are hereby notified that any dissemination, distribution or copying of this communication is
strictly prohibited. If you have received this communication in error, please notify us immediately by telephone and
return the original message to us at trie above address via the U.S. Postal Service. Thank you.

Date: June 28, 2006 Time: 4:42 PM

To: Karl Flngerhood
U.S. Department of Justice

Fax: 202,514.2583
Phone: 202.514.7519

To: Tali Jolish
Environmental Protection Agency

Fax: 415.947.3570
Phone; 415.972.3953

From: Albert Cohen
Personal ID: 10821
Client/Re: 071520-10002

Fax: 310.919.3825
Phone: 310.282.2228

Pages (including Cover): 19

If transmission is not complete, please call our operator at 310.282.2103.

MESSAGE TO ADDRESSEE:

Los Angeles New York Chicago Nashville www.loab.com

A liiritco liability partnership Inducting professional corpcrauons

LA1552310.1
Ctf 152010002

06/38/2006 AMC:ee




